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commodities, though we may not see the process in all cases, just as we do not see coal actually exchanged for wine, though it is by such exchange that the owner of a coal mine obtains the wine which he consumes. The persons engaged in the production of gold cannot get the commodities they require in any other way than by the exchange of gold for commodities. The twelve or fifteenl millions of gold which is used in the Arts every year is paid for by commodities. The gold which is hoarded is paid for by commodities. For example, the ten or fifteen millions sterling of gold which India absorbs every year is paid for in this way. The gold which moves from country to country every year forms part of the international trade, and represents an exchange of gold for commodities. Every movement of gold from one place to another represents a similar exchange, and over all buying and selling there lies the ultimate obligation that the purchaser may be called on to pay gold, and it is this condition which necessitates substantial reserves of gold even under the most perfect system of Banking.
Lord Farrer, at times, seems to have committed himself to the late Mr. Henry Dunning Macleod's Theory of the relation between prices and credit, and* that Theory appears to me to be
absolutely without foundation.
*
1 The amount of gold used in this way in Europe and America, in the present day, may be as much as twenty millions sterling.